This study aims to analyze the implementation of UEFA Financial Fair Play (FFP) 
INTRODUCTION
One aspect that cannot be ignored in the development of football is the economic aspect which has grown rapidly in football. This aspect also makes the sport as a business center that is very interesting. The fact that football is one of very popular sports, football club can make a profit from the sale of the match tickets, club merchandise, sponsor products, television broadcasting rights, and the transfers of players. It then attracts the billionaire investor to disburse money to invest or even acquire full ownership of the football club to pursue a triumph in the form of achievement for the club or just a benefit to running the business in the club. This situation worsened when the owner of the club use its influence to spend large amounts of money to buy football players and led to the loss to its club. Seeing the situation, the UEFA (the Union of European Football Associations) made the decision to implement a new regulation called the UEFA Financial Fair Play (FFP UEFA) in European football.
UEFA will conduct an assessment if a football club is over the limit of deficit deviation tolerance to determine whether the club will get sanctions or not. The application of this rule will make the club more careful in using money, especially in transferring fee of players and determining salary for the players. Each club is expected to maximize the level of operating income and other income to fill the expenditure activity, rather than using the personal fund of the owner of the club itself. The problem arises when the clubs got used with the unrestrained for using the money especially to perform the activity in the transfer market. And now they have to keep up with the revenue side in order to break even qualified set by UEFA. Therefore, the authors tried to raise the issue of the Financial Fair Play as a topic of study and analyze the application of the UEFA FFP clubs in Europe with reference to the club's financial statements for the last three years.
In accordance with the formulation of the problem, the authors will analyze the effect of implementation of UEFA's FFP over the financial reporting of Arsenal and Manchester United. Authors will use financial simulation to test whether Arsenal and Manchester United are able to meet the UEFA FFP rules.Then the discussion will be made regarding the determination of the relevant revenue and expenditure according to UEFA's regulation in calculating the break-even on the financial statements of Arsenal and Manchester United. This study will give analysis on the implementation of UEFA Financial Fair Play (FFP) against European football clubs. This study will also analyze the financial performance ratios of both clubs and their effects on the implementation of the UEFA FFP.
Research is conducted based on Arsenal and Manchester United football clubs financial statements for 2010-2012. At the end of the discussion, the authors will give the conclusion whether Arsenal and Manchester United have met the qualifications as well as its influence in the implementation of UEFA's FFP.
UEFA will conduct an assessment of the club through the break-even calculation. The breakeven is calculated from the relevant income deducted by the relevant expenses, as written on Article.58 (UEFA Club Licensing and Financial Fair Play Regulations, 2012) . UEFA will assess the requirements of the club's break-even over three reporting periods: (i) the reporting period ended in the calendar year UEFA club competition starts (T), (ii) the reporting period ended in the calendar year before the UEFA club competition starts (T -1), (iii) and the reporting period the previous year (T -2).
For example, the monitoring period for season 2015/16 include reporting that ended in 2015 (T), 2014 (T -1), and 2013 (T -2). All clubs with relevant income and expenditure of more than € 5M must show that the result of the calculation of break-even in three reporting periods is positive. Maximum allowable deficit is 5 Million Euros. The amount could exceed that limit if the excess is entirely covered by a contribution of equity participant or party associated with the maximum deficit: The purpose of this study is to obtain knowledge and insight on whether European Football Clubs could meet the requirements specified in the UEFA to prepare the financial statements based on UEFA Club Licensing and application of breakeven on the relevant income and expenses according to UEFA's Financial Fair Play. This study will also obtain evidence of the effect on the implementation of the UEFA FFP to the European football clubs' financial performance.
METHOD
The authors used qualitative methods for this research in the form of literature study with the aim to analyze the application and effect of the UEFA FFP on the financial reporting of European football clubs. Arsenal and Manchester United were selected as the object of study and the sample due to the fact there is an interesting possibility to be analyzed based on the purpose of this study, namely the presentation of its financial statements primarily related to revenues and expenses associated with the implementation of the club's UEFA FFP regulations, particularly in the presentation of its financial statements related to revenues and expenses associated with the implementation of the club's UEFA FFP regulations. Besides, access to the financial data of both clubs can also be easily obtained because it is listed on the stock exchange and their annual reports are also published on the official website of the two clubs. Because of these factors, the authors selected Arsenal and Manchester United as the sample in this study.
Data used in this study is secondary data. The data is from the annual financial statements of Arsenal and Manchester United. The report was published on the official website of Arsenal (www.arsenal.com) and Manchester United (ir.manutd.com). In both these clubs, an annual report released also use different names i.e. Statement of Accounts and Annual report (Arsenal) and Annual Report on Form 20-F (Manchester United). Moreover, the authors use secondary data in another form of literature regarding the financial statements such as Deloitte Football Money League and financial references of articles on other football clubs.
The author will begin by looking at the general discussion of Arsenal and Manchester United in operating and reporting financial transactions in a financial statement. The analysis will be performed on the club's financial statements based on UEFA Club Licensing that has been applied by UEFA since 2010. Furthermore, the author will analyze the effect of the application of the financial reporting UEFA FFP Arsenal and Manchester United. It includes a discussion of the determination of the relevant revenues and expenses by UEFA in calculating the break-even on the financial statements of Arsenal and Manchester United. The calculation will be made to the financial statements in 2010-2012 and projections at both clubs for 2013 as projected to breakeven by UEFA FFP application that will be applied first time in 2014. Then the club's assessment of financial performance ratios for the year 2010-2012 will be conducted along with its effect on the application of the UEFA FFP. In the end of discussion, there will be the conclusion regarding the qualifications of Arsenal and Manchester United to the UEFA FFP and influence the club's financial performance in the application of the UEFA FFP . From Table 1 , we can see the general presentation of the financial statements made by both clubs. Arsenal still uses UK GAAP as guidance in the preparation of financial statements while Manchester United already using IFRS since 2011. In addition there are also differences in the components presented by Arsenal that does not have a statement of change in equity as presented by Manchester United. The difference is Manchester United is listed on the New York Stock Exchange that is required to perform the presentation of financial statements in accordance with applicable regulations. Based on Table 2 , it can be seen that Manchester United showed the most complete report on the presentation of the financial statements of components to present all financial components in accordance with the rules written in IAS. While the financial statements of Arsenal, they do not present the Statement of Comprehensive Income and Statement of Change in Equity. This is because the status of Manchester United is listed on the NYSE that required to perform a complete presentation of financial statements in accordance with IFRS 1. From Table 3 , it can be seen that all components required by UEFA in preparing the financial statements have been fulfilled by both clubs, Arsenal and Manchester United. Each report is presented in full and has been audited by independent auditors. The differences in the title of the report contained in the UEFA rule is not a problem because there are no specific rules regarding the title of the report to be used. When we compared Table 2 and Table 3 , there are differences in the components of financial statements that are required by the IAS with the UEFA Club Licensing regulations. UEFA European football clubs are not required to present the Statement of Changes to Equity as required by IAS in preparing the financial statements. However, UEFA required each club to present a financial review to provide the information regarding the financial condition of the club during this period. Based on Table 4 .3, it can also be concluded that the Arsenal and Manchester United meet the financial criteria required by UEFA as one of the conditions of the license of UEFA's financial statement presentation. From Table 4 , it can be seen that Arsenal earned income for the last three years. All revenues are included in the calculation of relevant income required by UEFA. However, revenue earned from the Arsenal property business enterprise group were excluded from the relevant revenue.
RESULT AND DISCUSSION

Comparative Financial Statement
The Implementation of UEFA Financial Fair Play (Arsenal)
There were some fluctuations of relevant income earned by Arsenal during the last three years. But overall Arsenal relevant income grew from 2010-2012. Profit from the sale of the player becomes the main factor affecting the increase in revenue compared to other income sectors. Table 5 shows the overall expenses owned by Arsenal over the last three years and is calculated according to the relevant provisions of the expense according to UEFA regulation. Exceptions made on depreciation, finance costs allocated to the construction of the stadium, expenses associated with property business enterprise group activity, and expenses on the infrastructure development of coaching young players and the club community. The authors conducted an assumption for the amount of expense generated for the development of infrastructure and community coaching youth players each for £ 10 million and £ 2 million per year because the authors could not found the amount of the value of the investment made by the club in the financial statements.
Relevant expense of Arsenal increased during the three years. The highest growth occurred in the year 2012. That was affected by the highest salaries expense and the amortization of the value of the player's contract. Relevant income and expense calculations can then be obtained the breakeven generated by Arsenal during the last 3 years as follows: Acceptable deviations set by UEFA is € 45 million. The value when converted into poundsterling currency used in the financial statements of the club in the UK is around £ 38 Million (€ 1 = £ 0.8455). So when we compared to break-even earned by Arsenal during the years 2010-2012, it can be seen that Arsenal can meet the qualifications set by UEFA for obtaining high surplus during the last three years. Fluctuations of breakeven obtained by Arsenal was influenced by an increase in relevant expense the for three years. But Arsenal did not have a significant difficulty to pass a rule that made the UEFA and to obtain a license in order to follow the European competition organized by UEFA.
In practice, the assessment conducted by UEFA in 2013/2014 is for the club's financial statements ended in year 2012 and 2013. Then, the financial statements of Arsenal in the year 2013 were being used as a basis to project the preparation for the assessment conducted by UEFA in 2014. Projections were made based on the club's performance in the competition conducted during the year. Acquisition of the club is very influential on the amount of income earned by the club, especially from match day and broadcasting sectors that depend on the number of home games. Achievements of the clubs can also increase revenues which derived from broadcasting rights and the gift of participation in competitions such as the UEFA Champions League as well as of the domestic league and cup competitions. From competition in 2013, we obtained the projection (forecast) as follows: From the projection above, we simulation the calculation of relevant income and expenses for the year 2013 as part of the assessment conducted by UEFA for the year 2014. The results of these calculations are as follows: Table 8 shows the projected revenues and expenses relevant to Arsenal in 2013. Exceptions to the relevant expense of the depreciation and we give assumptions on the amount of investment expenses for the development of young players, clubs and community finance development costs for installment Emirates Stadium. From the relevant income and expenses of the obtained Arsenal break even for the year 2013 as follows: From Table 10 , it can be seen the overall revenue earned by Manchester United over the last three years. None of Manchester United's revenue that goes into the UEFA exceptions of the relevant income for FFP calculations, because the company's activities focus on the activities of the football club itself. Table 11 shows the overall expenses, which is owned by Manchester United over the last three years and is calculated based on UEFA's standard of relevant expense. Exceptions were made on depreciation, exceptional items, as well as the expense generated for infrastructure development, coaching young players and the club community. The assumption was also made to the amount of expense for the development of infrastructure and community coaching youth club, because there is no expense of investments in this sector in the financial statements of the club. The assumptions expense used are £ 10 million and £ 2 million per year.
Implementation of UEFA Financial Fair Play (Manchester United)
Relevant expense owned by Manchester United was declined over the last three years The highest amount of expense was happened in 2010, when finance costs (predominantly interest payable) reached a £ 110.3 million and continued to decline to £ 50.3 million in 2012. Same as experienced by Arsenal, salary expenses in Manchester United also continued to increase for three years and reached £ 161.7 million in 2012. We can see that, salaries expense is the biggest expense and the focus that need to be considered for European clubs in implementing the UEFA FFP. From the relevant income and expense calculations, we can then be obtained breakeven produced by Manchester United over the last 3 years as follows: Acceptable deviation according to UEFA is € 45 million. The amount when converted into poundsterling currency used in the financial statements of the club in the UK is £ 38 million (€ 1 = £ 0.8455). When we compared with the simulation results of breakeven calculation of Manchester United during the years 2010-2012, it can be seen when Manchester United still meet the qualifications or standards set by UEFA. The deficit occurred in the year 2010 amounted to £ 20.9 million, but that number could still be covered by the owner because they are under the acceptable deviation of £ 38 million.
As in the Arsenal's financial statements, the projection of profit and loss of the club (consolidated income statement) will also be carried out for Manchester United. Projection is to estimate the preparation of the assessment conducted by the club in the UEFA 2014 for the financial statements of European football clubs ended in 2012 and 2013. Projections are made to Manchester United's income is based on performance achieved at the club in the competition during the year. Projection (forecast) for Manchester United in 2013 is as follows: Table 14 shows the projections on relevant revenues and expenses by Manchester United for the year 2013. Exceptions to the relevant expense is made to the cost of depreciation and exceptional items as well as the assumptions on costs incurred for investing their young players (youth development) and community clubs.
From the calculation of relevant income and expenses, the results of breakeven are obtained by the application of the UEFA FFP for 2013 as follows: From the simulation results, we obtained projected break-even Manchester United for £ 54.9 million for the year 2013. The amount is increased twice compared with the previous year. From these results, it can be concluded that the achievements of Manchester United are good enough in 2013 to make them able to fulfill the break even standard set by the UEFA for assessment conducted in 2014.
The Effect of Financial Performance Ratio to the Implementation of UEFA FFP
Financial ratios are calculated based on the data available and related in calculating financial ratios. Based on the data provided in the financial statements, the club's financial performance ratios as presented in the following table: Based on Table 16 , it can be seen that Arsenal has a level of liquidity that is better than Manchester United. Arsenal has a better ability than Manchester United in meeting short-term liabilities (current liabilities). Although the amount of assets owned by the two clubs do not differ much, the difference is the debt of Manchester United Manchester United's higher than Arsenal. In terms of solvency, Manchester United also does not have a better solvency ratio than Arsenal. It can be seen when Manchester United have debt levels that are very high and not proportional to the amount of its equity. The year of 2010 is the worst year for Manchester United. Negative values on the debt to equity ratio indicates that the assets owned by Manchester United does not cover the amount of liabilities held by the club resulting in a negative equity value in the financial statements. In terms of profitability, Arsenal and Manchester United have a similar profit rate even if Arsenal gets the level of profit ratio is slightly better over Manchester United. It is influenced comes from the Arsenal's net income that has been decreased since 2010.
While for the rate of profit, Manchester United showed an improving trend since 2010. The worst levels of profitability for Manchester United occurred in 2010, when the club suffered a net loss, so that the ratio of profitability in 2010 gets a negative value. Special note, the rate of return on equity in 2010 for Manchester United was 2.76. This figure was obtained from a net loss and equity that were in a negative position. Besides suggesting a loss, the club was also is in a position that was not well in fulfilling the obligations of the assets held in that year. In addition the amount of debt that was owned by Manchester United (fee interest expense) are very high in 2010 reached £ 108.6 million compared to Arsenal that just being in the range of £ 13 -£ 14 million. It was also one of the factors that achieved profit of Arsenal is bigger than Manchester United.
In addition to interest expense (finance cost) which became one of the expenses that affecting the profit calculation of Arsenal and Manchester United, there are fixed costs that continue to grow every year, staff and player salaries (wages and salaries expense). Like most of football clubs, they rely on the contributions of players on the field in order to obtain the best results in every game. Salaries owned by Arsenal and Manchester United when compared with both clubs earned income is presented in the following table: From Table 19 , it presented the amount of salaries and income and the percentage of salary expense to revenue ratio for the last three years of the club. Through this table, it can be seen that the growth of salaries expense are higher than the revenue for both clubs. This can be seen from the percentage of salary expense to income ratio continues to increase over three years.
However, we examined salaries to revenue growth owned by Arsenal was higher than Manchester United. Although Manchester United have bigger salaries expense but it is offset by revenue growth in the club. Manchester United has a better performance in achieving the champ title in the last three years compared to Arsenal. It is also an impact on the commercial side of the club. Manchester United makes their income revenues also continue to grow as a result of globalization and the value of the contract with Sponsorships. In terms of the ratio of the activity of the club, Arsenal has a better ratio than Manchester United. However, the total asset turnover ratio can be seen that the ratio of the two clubs is not very good. It shows the use of assets that are not very effective in gaining revenue. Then the receivable turnover ratio is high enough to be seen if the two clubs have a low level of accounts receivable as well as the collection of accounts receivable that can be controlled efficiently. Accounts receivable consist of receivables from the transfer of players to other clubs and the club advanced earnings received from other companies such parties Sponsorships.
When the ratio of the overall club's meets financial performance of the UEFA FFP, both clubs do not have a significant problem as long as the club can still make a profit or at least can fulfill the breakeven standard set by UEFA. Special note should be considered on the condition of net debt, because both clubs solvency ratio are not good. One standard set by UEFA is the net value of the debt should not exceed 100% of total revenue. When you do a comparison of the net debt to revenue both clubs can be seen as follows: Comparison between net debt and income of both clubs are not good. Both clubs have a fairly high level of debt. However for Arsenal, the amount of net debt is still below the overall presentation of the income obtained. Although it has a high level of debt, Arsenal considered more productive than Manchester United. Arsenal used the debt for repayments Arsenal Emirates Stadium construction that started in 2006. While Manchester United used the debt for Malcolm Glazer acquired the club since 2005.
